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February 19, 2008

The Honorable Jim Sullivan

Chair, Committee on Veterans and Military Affairs,
Biotechnology and Financial Institutions

Room 15 South

State Capitol

P.O. Box 7882

Madison, WI 53707

Dear Senator Sullivan:

It gives me great pleasure to write to you in support of Senate Bill 483, the
Wisconsin Uniform Securities Law. Since late 2002, the Wisconsin Study
Group, comprised of all who might be impacted by the new law — investors,
regulators and the regulated - have thoroughly reviewed the new Uniform
Securities Act (2002) making changes where necessary to better meet
Wisconsin’s needs in securities regulation.

The Uniform Securities Act of 2002, upon which Senate Bill 483 is based,
was a five year drafting project and was designed to replace earlier versions
drafted in 1956 and in 1985. Wisconsin’s current securities law is based
upon the 1956 Uniform Securities Act, also adopted in 36 other
jurisdictions. It was necessary for the Uniform Law Commission to revise
the Uniform Securities Act to harmonize state securities law with federal
securities law as well as to better refiect changes in technologies now used
in the industry. The Uniform Securities Act of 2002 is now enacted in 13
jurisdictions, is pending in four states and is being studied in several others.
It is endorsed by the following organizations:

» American Bar Association (ABA)

« ABA Business Law and Litigation Sections

= Certified Financial Planner Board of Standards

= Investment Counsel Association of America (ICAA)

= National Association of Securitics Dealers (NASD)

s New York Stock Exchange (NYSE)

» North American Securities Administrators Association (NASAA)
»  Securities Industry Association (STA)




Early in the process the Wisconsin Study Group contacted the Uniform Law Commission
(NCCUSL) to seek advice from the principal drafter of the Uniform Securities Act of 2002, Joel
Seligman, a noted securities law expert. Since then, the group, chaired by Brooke J. Biilick and
with excellent assistance from the Department of Financial Institutions Division of Securities and
many others, has worked tirelessly to fully review this complex law and address any concerns
raised about its provisions. Iam very confident that Senate Bill 483 will be a great improvement
in securities law in Wisconsin and strongly support its passage.

Please contact me if I can be of assistance. Thank you very much for your sponsorship of the
bill.

Sincerely,

Michelle W. Clayton
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State of Wisconsin Investment Board

P.O.Box 7 842, Madison WI 53707-7842 (608} 266-2381 _ - MEMQRANDUM
" Date: February 20, 2008
To: Members, Senate Comm|ttee on

Veterans & Military Affairs, Biotechnology and F:nancna! Institutions

From: - Sandy Drew é Wﬁ” M

Legislative LIaIS

Re: - Senate Blil 483

‘Under current law, SWIB is exempt from the definitions of “broker-dealer” and “investment advisor”. Inan
effort fo have the bill track the model act, the exemptions were inadvertently dropped when SB 483 was
drafted. We ask the bill be amended so that SWIB continues to be exempt from the two definitions.

Finally, we ask that current law be retained and that an interest in funds managed by SWIB, including
governmental plans established under the federal tax code, be excluded from the definition of “security”. The
bill excludes private pension and welfare plans that are subject to the Employee Retirement Income-Security
Act of 1974 from the definition but is silent on governmental plans, such as the Wisconsin Refirement
System, established under the federal tax code. By not excluding these plans, one could infer they fall under
the definition and thus subject to the bill.

Also, it would create new risk for the state and all the plans SWIB manages under the fraud and liability
section of the bill if they are not excluded. Several of the plans have optional participation. It is our reading
that the state making an option available to individuals — such as participating in the Variable Fund or making
additional contributions to the WRS — is equivalent fo an offer to purchase. Without an exclusion, someone
who participates in the Variable Fund or makes additional contributions to the WRS and is dissatisfied with
the returns could sue SWIB and the Department of Employee Trust Funds under Chapter 551 alleging they

. were not provided with sufficient or accurate information about the funds or the risk. The same could apply fo
individuals participating in the non-retirement funds such as the College Savings Program Trust Fund.

Individuals who participate in these trusts and funds will still have the opportunity for redress, as they already
have the right to sue under Chapter 25 if they believe SWIB has not fulfilled its fiduciary duty and they
‘incurred injury as a result. Also, SWIB will continue to be subject to both state and federal msuder frading
restrictions and other regulations and disclosures.
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Brooke J. Billick Testimony
In Suppert of Senate Bill 483
Before the Committee on Veterans and Military Affairs,
Biotechnology and Financial Institutions
February 20, 2008

My name is Brooke Billick and I appreciate the opportunity to speak today in support of
Senate Bill 483, which would repeal and recreate Chapter 551 of the Wisconsin Statutes and

implement a new Uniform Securities Act.

Current Wisconsin law governing the offer and sale of securities and the activities of
securities brokers, dealers and investment advisers within this state is based on a uniform
securities law dating back to the 1950°s. In recognition of the evolution of the securities
markets, the development of electronic means of commerce and the interplay between federal
and state securities regulation, the National Conference of Commissioners on Uniform State

Laws, or NCCUSL, drafted a new Uniform Securities Act, which was finalized during 2002,

The 2002 Uniform Securities Act has three principal goals. First, the Act promotes
coordination between federal and state securities regulatory agencies in order to enhance investor
protection. Second, the Act seeks to achieve regulatory consistency between federal and state
securities law. Finally, the Act secks to facilitate the increasing use of electronic records,

signatures, and regulatory filings.

I have had the privilege of chairing a State Bar of Wisconsin study group formed for the
purpose of reviewing the 2002 Uniform Securities Act. Our group included experienced
practitioners representing broad interests and viewpoints with respect to securities regulation.
Our group met from 2002 through 2005, reviewed the Act line by line and suggested certain
changes to conform to existing Wisconsin law, while remaining true to the objectives of the
Uniform Securities Act. I am submitting to the Committee a written statement in support of the
bill on behalf of the study group. Iam also submitting a letter from NCCUSL in support of the
bill, which includes a map showing the 13 states that have adopted the 2002 Uniform Securities

Act to date and those where it is under consideration.

I believe that the form of the Uniform Securities Act before you today in Senate Bill 483
achieves each goal envisioned by the Uniform Law Commissioners while preserving the ultimate

objective of protecting Wisconsin investors.

Thank you again for this opportunity to present my views on this proposed bill.

Us\Unif Sec Act\BJB testimony 022007.doc
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WISCONSIN UNIFORM SECURITIES ACT

Statement of the Wisconsin Study Group in

Support of Senate Bill 485 4_[? 3

The Wisconsin Study Group, described and identified below, supports the adoption of a new
Uniform Securities Act (the Wisconsin USA), embodied within Senate Bill 485. The Wisconsin USA is
“based on the Uniform Securities Act (2002) dated January 20, 2004, approved by the National
- Conference of Commissioners on Uniform State Laws (“NCCUSL”) (now known as the “Uniform Law
Commission”) arid the American Bar Association and recommended for enactment in all states.

The current Wisconsin Uniform Securities Law, Chapter 55 1 of the Wisconsin Statutes, initially
became effectivé on January 1, 1970, The Wisconsin Uniform Securitics Law was based on the
Uniform Securities Act of 1956 and has been the centerpiece of securities regulation in this state ever
since. Chapter 551 has been revised numerous times since its initial adoption in response to
developments in securities regulation on a state and national basis, including necessary revisions as a
result of the federal National Securities Markets Improvernents Act of 1996 (“NSMIA™).

The 1mt1a1 effort to updatc securities regulatmn in the State of Wisconsin came from an Advisory
Committee appointed by the 1967-69 Legislative Council. Dean George H. Young of the University of
Wisconsin Law School chaired the committee, which was comprised of legislators; securities lawyers
and representatives from the insurance and securities brokerage industries, The committee considered
alternative approaches to updating Wisconsin’s law and concluded that a new law should be drafted
based on the general format of the Uniform Securities Act of 1956. The committee expressed its belief
that uniformity in securities regulation across states was highly desirable based on the need of new
securities issues to simultaneously satisfy the requirements of many states.

111 light of the evolution of securities regulation over the past decades, and in response to the
promulgation of the Uniform Securities Act of 2002, the Wisconsin Study Group was formed during
2002 as a subcommittee of the Securities Law Commiittee of the State Bar of Wisconsin’s Business Law
Section. The purpose of the group was to review the Uniform Securities Act (2002} in the context of the
existing Wisconsin Uniform Securities Law and to make suggestions for consideration by the Wisconsin
State Legislatare. Consistent with the views of the original Advisory Commiitee expressed in 1969, the
consensus of the Wisconsin Study Group was to continue a uniform approach to securities regulation.

State Bar of Wisconsin

5302 Eastpark Blvd. ¢ P.O.Box 7158 + Madison, W1 53707-7133
(800)728-7783 + (G08)2537-3838 & Fax (608)237-5502
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The Wisconsin Study Group first met during December 2002 and was comprised of experienced
practitioners and professionals from a wide variety of backgrounds. Group members ncluded
individuals who represented a broad gambit of interests in refation to securities regulation. Viewpoints
and opinions were offered reflecting the interests of the financial services and insurance industries,
securities broker-dealers, investment advisers and mutual funds, publicly held companies, start-ups
secking venture capital, aggrieved investors and litigants. This diversity was intended in order to obtain
the broadest perspective possible in the Group’s review of the Act. While the group included members
who represented a divergence of clientele, they approached the task at hand with the intention of
~ proposing legistation that would be in the overall best interests of the State of Wisconsin.

The Wisconsin USA, in the form of Senate Bill 486, represents the collective wisdom and effort
of all of the members of the Study Group. The Group met several times from late 2002 through the
spring of 2005. Subgroups were formed who were tasked with analyzing specific articles and reporting
back to the main group with suggested language. Extended discussion occurred regarding specific
issues presented under the Act, such as whether, in a departure from existing Wisconsin law; variable
annuities would be treated as securities and subjected to the Act’s provisions, Long hours were spent at
~ meetings in the process of analyzing the Act on a line-by-line basis. At all times, the interchange of
ideas; opinions and perspectives occutred in a collegial and respectful manner.

. Special recognition needs to be given to the staff of the Wisconsin Department of Financial

-~ Institutions, Division of Securities for their insights and efforts in comparing the Act with existing:
Wisconsin law. In participating in Group meetings, the staff ably recognized the balance that exists
between effective, aggressive investor protection and a regulatory environment conducive to the needs
of the financial services industry while fostering the legitimate capital needs of business. The attitude

~ and approach of the Division of Securities” staff members reflects the progressive leadership in
securities regulation that has been Wisconsin’s hallmark for the past 35 years — leadership that has been
" effectively fostered under the direction of Patty Struck, Wisconsin’s Securities Administrator and a
formet President of the North American Securities Administrators Association.

Respectfully submitted:

Brooke J. Billick

Chair, Wisconsin Study Group
Milwaukee, Wisconsin '
February 20, 2008
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